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On Wall Street, investors wouldn't settle for medi- 
ocre service and investors in the federal govern- 
ment, American taxpayers, expect efficient public 
service for their tax dollars. So do |. That’s why | 
support the administration’s efforts to make perfor- 
mance the central element of our personnel 
managememt system. We need budget-conscious 
and performance-conscious government executives, 
managers and employes who will accept the Presi- 
dent’s challenge to ‘make government work’ during oe. 
the second term of the Reagan presidency. 


On Wall Street, | could distinguish between ‘en- 
trepreneurs’ and ‘status quoers.’ Today, as White 
House Chief of Staff, I’m seeing an entrepreneurial 
spirit fueling reforms in the federal management sys- 
tem. Reforms such as pay for performance are re- 
warding entrepreneurs at the forefront of our career 
work force. These changes will pay off for the 
American taxpayers when federal employes, follow- 
ing our managers, compete for recognition and 
financial rewards. That’s why I’m bullish on federal 
personnel management reform. 





Donald T. Regan 
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Allegory: Snug Prophet in The Land of Wobble 


By David A. Turner, Editor 
Long ago in the cozy town of Bakerwood, gossips fretted about a willful young supervisor named Snug. 
Bakerwood’s residents were of the smallish, long-forgotten tribe called “Inobakes,”” an unobtrusive, ancient 
vere about 22-inches tall, covered with a curly brown fur and inclined to plumpness. Nonetheless, 



























































heir elusiveness was legend and they could hide instantly in tiny holes called “habbits” whenever confronted 
ople with unfamiliar They were fond of simple jests, hearty chuckling and five meals a day— 
é ey could get ther 
You there, no naps,” would chirp little Snug and the other supervisors while Inobakes cooked-up the 
vn's only product—wobble pudding. Their tasty delicacy was made from roasted acorns. A batch of fine 


e made anywhere other than Bakerwood sold for one mug of raw acorns. But the town’s puddings 





ere exchanged for the services of kindly folks who tended country paths and built stick dams. Their wobble 
is given freely to snacking Inobakes everywhere. 
Where's me wobble,” an oft heard demand, also rany throughout the baking groups themselves. And 
ome pudding, of course, was set aside for townspeople. 


\corns used in this special wobble were donated by oak grove harvesters, and when Snug was not baking 
he ild travel about collecting acorn tithes from occasionally reluctant farmers. On one extended trip Snug 


ud to purchase a lunch batch of country wobble 
My lunch was free huckled a farmer sharing Snug’s bench, “and it came from your Bakerwood kitch- 


He smacked his lips in culinary appreciation. Even harvesters who marketed their own local puddings 
ud taken a fancy to the town’s wobble. “Selling some of our wobble to certain folks,” thought Snug as he 
tched the farmer lick spanking clean his wooden bowl, “would mean fewer acorn collections from the har- 
esters.” An excited Snug scribbled a report to his superior, the “Honorable Cook” Nicodemus. 


Cooks were very important, indeed. Although Snug and his peers enjoyed quite nice privileges (like wear- 





ng handsome brow vathers in their caps), Cooks delighted in official stuff like life-long titles and hosts of 
rippor pralded int tne sort Tur 


Some Cooks attended the Sugar Spoon, a club where retired wobblemakers expounded on ways to pre- 


serve elaborate pudding rituals. Sugar Spoon members were addressed, “Worthy Fulltime Eater,” and they 


mi remMarkaDiy iOW pinions apout | 


I lew ideas 
Like all Cooks, Nicodemus usually was very busy. “Have this batch of wobble ready by four 

xk at. . . the atest,” he would instruct. And Snug would snap his tiny cap. When feeling festive, 
Nicodemus would point to an overflowing pudding pot and bark out his favorite question, ““What’s this?” To 


vit the standard reply, “Sir, it’s wobble and wobble’s to be eaten by the precepts of the Sugar Spoon.” In- 





conversations 


When he received Snug’s tip about selling portions of the town’s wobble, a very distracted Nicodemus sat 


Sugar Spoon fretting about the latest news. Bakerwood soon would be visited by the Steward of the 


} 


» Steward but Cooks of the Sugar Spoon did not like changes the Stew- 


Acai 
proffered solution. He grumpily spooned more wobble into his noggin and 
Cal 


» received his new feather Snug decided to take action. “I will go before 





How crude,” scolded a Worthy Eater when little Snug explained his bold plan. “Selling our wobble for 
t ’ They utterly rejected it. “Only farm 


other wobble-gobbling Eater. “We have no recipes or studies for such 


Lip’ 


fresh acorns are good enough for 





ar Spoon’s studies—and there were lots of Sugar Spoon studies— 





may have bugs,” pined one sly, tubby fellow, “can you 





ee what you've done,” roared Nicodemus. “Only a fool's experiment would fill these gentlebakers with 
ibble.”” He played to the crowd. “And Snug’s plan cannot guarantee our workers will be fed,”” he 


rped. “That troublesome Steward is almost here and you pester us with a silly prophet’s dream.” They 





wned the gathering in a huff 
gathering 

Ungrateful Snug fumed Nicodemus on the path back to their habbit hole 

ist then, the Steward entered the cove and addressed everyone. “By my word,” he swore, “I lay a new 


harge upon Bakerwoodfolk. Find new ways to do your tasks, experiment with new rewards. Should you 
! ‘ll get smaller pudding portions.” Saying that, the Steward approached the 

sest Cook and enforced the new way. Nicodemus was glad his group stood somewhat apart. As he crept 
back into his cozy habbit, however, he saw his workers gather ‘round the new prophet, Snug. The Inobakes 


new wey could a a betler Way » De Tea 








story: Innovate make fed profits proof’s snug in the pudding. & 









































erit pay polls. Paying public employes under new, merit pay policies, says Gallup, is approved by 76 

percent of Americans who are familiar with the concept. When asked how additional monies should 

be distributed to outstanding teachers, 68 percent of the respondents said pay increases should be 

based on performance in tests and 67 percent said salary hikes should be based on administrators’ 
evaluations. A less popular reason for giving bonuses, says Gallup, is seniority (48 percent). 


ame to vote aye. No squabbles plagued panelists picked to 

select the National Academy of Public Administration’s 1985 

public service award winners. The 15-member panel included 

defenders of stalwart Washington practices such as former 
Carter appointee Esther Peterson, Los Angeles Mayor Tom Bradley, 
a prof from Woodrow Wilson’s Public Affairs School, Colorado Con- 
gresswoman Patricia Schroeder and Brookings’ Alice Rivlin. A ran- 
dom check among the current administration’s officials indicates none 
of the President’s movers and shakers were invited to join the selec- 
tion board. A Society spokesperson tells Management, “It was bipar- 
tisan. Elliott Richardson helped balance the panel.”’ 


n Search of Excellence author Tom Peters, along with 

Zenger-Miller, Inc., has created a ‘‘captivating and seductive” 

way to teach federal execs how to manage “through discovery, 

definition and understanding the characteristics of excellence.” 
The new course, Toward Excellence, is offered by U.S. Office of 
Personnel Management’s Office of Training and Development. 
Project coordinator Mary Ellen Flynn says videotapes and workbooks 
focus on five excellence fundamentals, including taking innovative ac- 
tion and fostering individual commitment. 





unning Walters. Veterans Adminis- 

tration Chief Harry Walters is 

promoting an agency-wide fitness 

program to encourage 240,000 VA 
employes to shape up. Walters, who runs 
12 miles a week, says, “Running is not 
social, it’s business.’’ At 185 pounds, the 
5'11” executive is 15 pounds under his 
playing weight as a football All-American 
at West Point. Walter’s workout agenda 
includes completing 17 VA gyms by the 
end of fiscal year 1986. The first gymnasi- 
um opened at VA headquarters in Febru- 
ary. 








MANAGEMENT * 


3 








igh tea fad hits feds. Hotels like Dallas’ Adolphus and the Wes- 

tin St. Francis in San Francisco are cashing in on business execs 

determined to sober up and conduct power meetings with fare like 

tea and scones ($10.00) rather than martinis and nuts. Did 
Washington start the trend? For years, feds have consumed gallons of 
the stuff, “catered” by Guest Services, Inc., at 25 local agencies. Tea 
service prices will not be affected by the fad. Guest Services’ bill for 
35-cent orange pekoe served in Styrofoam cups and 65-cent sticky buns 
has held steady for over a year. 


ollow your Uncle. States must work to control their 
spending, says Dallas Morning News’ William Murchi- 
son, and contracting jobs to private firms could help by 
reducing state payrolls. ‘“State governments do things 
they don’t necessarily need to do. . .there is nothing to stop 
these governments from contracting out,’’ says Murchison. 


igorous A-76. The administration estimates savings of $1 billion annually by fully implementing the 
30-year-old directive to contract out whenever government services can be performed for less by pri- 
vate companies. ‘Federal government spent $100.2 billion on contracted commercial services in 
1980, before President Reagan took office. U.S. Office of Management and Budget projects the 
ure will be $173 billion in '85. Added vim: Says Heritage Foundation’s director of domestic policy 
idies, Stuart Butler, “‘Even the threat of contracting out helps managers improve efficiency among 


government personnel.” 


ot-so-impossible dream. To help low-income families buy their ‘““dream homes,”’ managers at the 

Department of Housing and Urban Development are testing a privatization project which allows 

public housing tenants to purchase their apartments at discount prices. June Kock, Assistant 

Secretary for Policy Development and Research, says it’s an ‘“‘idea whose time has come.” The fiscal 
benefit to government? Federal housing subsidies stop once units are tenant-owned. In a similar effort, 
Great Britain sold over 500,000 public houses in the last five years. 


lag rank. Navy Secretary John Lehman is reserving 40 per- 
cent of his Department’s 253 admiral-candidate slots for 
officers trained in contracting. The first class will be selected in 
July to attend 15-month courses at Navy’s California Post- 
graduate School, the Wharton School, Harvard and other business 


training centers. 
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Fashioning 
Entrepreneurs for Government 


By Mark Tapscott 


heroes list of civil servants in the 1980s should include represen- 

tatives from the growing cadre of federal entrepreneurs—movers 

and shakers making the federal “company” (the government) a 
better investment for taxpayers. 

They comprise the newest wave of innovators appearing in Washing- 
ton and in federal field offices. These risk-takers welcome support from 
management gurus like Peter Drucker, featured in Management’s cov- 
er story. 

Government entrepreneurs believe any manager can reduce program 
administration costs and increase productivity by focusing on an im- 
proved bottom line in the products and services government provides. 
Entrepreneurship also promises to strengthen the federal personnel ap- 
paratus. Many government entrepreneurs would welcome new ap- 
proaches to improve employe productivity. Similarly, they would want 
employes to enjoy opportunities to grow in their jobs. They realize 
agency reorganizations provide opportunities to change stale proce- 
dures, recruit outside talent and trade assignments among existing 
staff members. 

At this key moment, the federal government needs a personnel re- 
ward system which will motivate workers. A new performance plan 
just completed provides merit pay managers with greater recognition 
and larger bonuses than they received under the former merit pay 
system. 

In the wake of these changes, several large private firms have taken 
steps to encourage top performance. Bell Atlantic launched a system in 
April which uses dollars from its 23,000 managers’ salaries for an in- 
centives fund. The cash will be distributed to Bell Atlantic’s best super- 
visors at year’s end. General Motors’ pay-for-performance standards 
also have clout because money, once earmarked for cost-of-living adjust- 
ments, is now being set aside to augment salaries of GM’s best em- 
ployes. 

Government’s new performance-based pay plan is spawning a remark- 
able group of government innovators—the new entrepreneurs who are 
improving the quality of today’s public service. @ 








Management Exclusive: An Advance Publication 
From Peter Drucker’s Latest Book . 





Peter Drucker has been the “‘dean 
of management since publication 
his book, Co ye: wg of the Corporatio 
in 1946. He is now Clarke Professor 
of Social Sciolaes at the Claremont 
Graduate School in California. This 
article is an advance publication of 
one chapter from his upcoming 
book, Innova tion and Entrepreneur- 
ship, Practice and Principles, due to 
be published this summer by Harper 
& Row Publishers, Inc. 
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INNOVATION AND ENTREPRENEURSHIP “ 


ENTREPRENEURSHIP 


in the 
Public Service Institution 


ublic service institutions need 
P to be entrepreneurial and in- 

novative fully as much as do 
businesses. Indeed, they may need it 
more. The rapid changes in today’s 
society, technology and economy are 
both an even greater threat to them 
and an even greater opportunity. 

Yet, public service institutions 
find it far more difficult to innovate 
than do the most “‘bureaucratic”’ 

- companies. To be sure, every service 
institution likes to get bigger, and 
absent a profit test, size is the one 
criterion of success for a service in- 
stitution. Growth becomes a goal in 
itself. 

But to stop doing what “‘always 
has been done,”’ and do different 
things is anathema to service insti- 
tutions, or at least excruciatingly 
painful. Most innovations in public 
service institutions are imposed 
either by outsiders or by catas- 
trophe. 

Critics of bureaucracy blame the 
resistance of public service institu- 
tions to entrepreneurship and inno- 
vation on “‘timid bureaucrats’’ who 
“‘have never met a payroll,”’ or on 
“power-hungry politicians.”’ It is a 
very old litany—it was already hoary 
with age when Machiavelli chanted 
it almost 500 years ago. At the be- 
ginning of this century, it was the 
slogan of the “‘liberals’”’ and now it 
is the slogan of the ‘‘neo- 
conservatives.”’ Alas, things are not 
that simple. And “‘better people,” 
the perennial panacea of reformists, 
are a mirage. 

The most entrepreneurial’, the 
most innovative people behave like 
the worst time-serving bureaucrats 
or power-hungry politicians six 
months after they have taken over 
the management of-public service . 

institution—particularly if it is a 

government agency.» 
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Forces which impede entrepreneur- 
ship and innovation in a public service 
institution are inherent in it, integral 
to it, inseparable from it. The best 
proof of this is the operation of inter- 








What is happening is a profound 
shift from a ‘managerial’ to an 
‘entrepreneurial’ economy—this 
also is occurring inside the 
government workplace. 








nal staff services in businesses. They 
are, in effect, the “public service insti- 
tutions” within business corporations. 
Typically, they are headed by people 
who have come out of operations and 


have proven their capacities to per- 
form in competitive markets. And yet, 
the internal services staffs are not 
notorious innovators. They are good 
at building empires but they always 
want to do more of the same and 
resist abandoning anything they are 
doing. They rarely innovate once they 
have been established. 

There are three main reasons why 
there are more obstacles to innovation 
in the public service institution than in 
the typical business enterprise. 

1. The public service institution is 
based on a “budget”’ instead of being 
paid out of its results. It is paid for its 
efforts out of funds somebody else- 
the taxpayer—has earned. The more 
efforts in which the public service in- 
stitution engages, the greater its 
budget. And success in the public 
service institution involves getting a 
larger budget rather than obtaining 
results. Any attempt to slough-off ac- 
tivities, therefore, diminishes the pub- 
lic service institution. It causes it to 
lose stature and prestige. Failure can- 
not be acknowledged. Worse still, 
when the objective has been attained, 
it cannot be acknowledged. 

2. A service institution is dependent 
on a multitude of “constituents.” In a 
business which sells its products on 
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the market, one constituent—the 
consumer—eventually overrides all 
others. A business needs only a very 
smal] share of a small market to be a 
success. Then it can satisfy the other 
constituents, whether shareholders, 
workers, the community, and so on. 
But precisely because a public service 
institution has no “results’’ out of 
which staff are being paid, even a 
marginal constituent has—in effect— 
veto power. A public service institu- 
tion has to satisfy everyone—at least 
it cannot afford to alienate anyone. 
The moment a service institution 
starts an activity it acquires a consti- 
tuency which then refuses to have the 
program abolished or even significant- 
ly modified. Anything new is always 
controversial, which means it’s op- 
posed by existing constituencies. 
3. The most important reason, 
however, is that a public service insti- 
tution exists ‘‘to do good.” This me- 
ans it tends to see its mission as a 
moral absolute, rather than as an eco- 
nomic issue subject to a cost/benefit 
calculus. Economics always seeks a 
different allocation of the same 
resources to obtain a higher yield. 
Everything economic is, therefore, 
relative. In the public service institu- 
tion, there is no such thing as a 
“higher yield.” If one is “doing good,”’ 
then there is no “better.” Indeed, 
failure to attain objectives in the quest 
for a “good’’ only means efforts need 
to be redoubled. 








One additional area of 
entrepreneurship—and a very im- 
portant one—is the emerging 
‘Fourth Sector’ of public/private 
partnerships in which govern- 
ment units determine perfor- 
mance standards and provide the 
money. But then they contract 
out a service to a private busi- 
ness on the basis of competitive 
bids, thus ensuring both better 
service and substantially lower 
costs. 








This means public service institu- 
tions are out to maximize rather than 
to optimize. “Our mission will not be 
completed,”’ asserts the head of the 
Crusade Against Hunger, “‘as long as 
there is one child on earth going to 
bed hungry.” If he were to say, “Our 
mission will be completed if the lar- 
gest possible number of children who 


can be reached through existing distri- 
bution channels get enough to eat not 
to be stunted,” he would be booted 
out of office. 

If the goal is maximization, it can 
never be reached. And the closer one 


comes toward attaining one’s objec- 
tive, the more efforts are being called 
for. Once optimization has been 
reached—and the optimum in most ef- 
forts lies between 75 and 80 percent 
of theoretical maximum—additional 
costs go up exponentially while addi- 
tional results fall off exponentially. 
These are serious obstacles to inno- 
vation. They explain why, by and 
large, innovation in public services 
tends to come from new ventures 
rather than from existing institutions. 


Old slogans 

The most extreme example these days 
may well be the labor union. It is 
probably the most successful institu- 
tion of our century in developed coun- 
tries. It clearly has attained its 
original objectives. There is no more 
‘“‘more’’ when the labor share of gross 
national product in Western developed 
countries is around 90 percent—and in 
some, such as Holland, close to 100 
percent. Yet the labor union is incapa- 
ble of even thinking about new 
challenges, new objectives, new contri- 
butions. All it can do is repeat the old 
slogans and fight the old battles. For 
the “cause of labor’ is an absolute 
good. 





Entrepreneurial policies 
Entrepreneurship is behavior rather 


than personality trait. And its founda- 


tion is conceptual and theoretical 
rather than “‘intuition.” 
Entrepreneurship is ‘‘risky’’ mainly 
because so few of the so-called “‘en- 
trepreneurs’”’ know what they are do- 
ing. They lack the methodology and 
violate elementary and well known 
rules. This is particularly true of 
“high tech’’ entrepreneurs. But even 
high tech entrepreneurship need not 








The entrepreneur, by definition, 
shifts resources from areas of 
low productivity and yield to 
areas of higher productivity and 
yield. Of course, there is a risk. 
But, it is considerably less risky 
than optimization. Indeed, in 
areas where the proper course is 
innovation nothing is so risky as 
optimization. 

TEL INTC Ee 








be “high risk’ as Bell Labs and IBM 
prove. It needs however to be sys- 
tematic. It needs to be managed. 
Above all, it needs to be based on 
purposeful innovation. 

I believe the following entrepreneu- 
rial policies are needed in a public 
service institution to make it capable 
of innovation. 

1. The public service institution needs 
a clear definition of its mission. What 
is it trying to do? Why does it exist? 
It needs to focus on objectives rather 
than on programs and projects. Pro- 
grams and projects are means to ends 
and should always be considered as 
temporary and short-lived. 

2. The public service institution needs 
to say, “Our job is to assuage fa- 
mine,” rather than, ‘Our job is to 
eliminate hunger.” It needs a goal 
which can be attained so at an ap- 
propriate time it can say, “Our job is 
finished.” 

There are, of course, objectives 
which cannot be attained. To ad- 
minister justice in any human society 
is clearly a never-ending task and one 
that can never be fully accomplished, 
even by modest standards. But most 
objectives can and should be phrased 
in optimai rather than in maximal 
terms. 


FEDERAL ENTREPRENEURS ’85 


By Julia Stephens 


A spirit of entrepreneurship sweeping American work places has untethered four 
y f i ; 


remarkable federal employes who have demonstrated Midas Touch achievements 


for their agency programs ond fellow taxpayers. 


Management is delighted to recognize their accomplishments as government 


innovators and trendsetters. 


According to management analyst Peter Drucker, an entrepreneur is a person 
who has developed a keen ability to form mental visions of new ways their pro- 
grams can deliver services. He or she also possesses a willingness to act upon 
those dreams. Winners of the 1985 awards have been selected by the magazine 
staff from among recipients of recent major honors (i.e., Presidential Rank 
Awards) and from recommendations made by acknowledged leaders throughout 


federal service. Winners range from a Cabinet Secretary to a former Navy en- 


listed man. Management believes this broad spectrum is appropriate and consis- 
tent with Drucker’s theory that entrepreneurship can be learned and successfully 
applied at any level of an organization by any individual capable of making a 


decision. 


Cabinet secretary 

Commerce Secretary Malcolm Bal- 
drige has been among the most deter- 
mined entrepreneurs in President 
Reagan’s administration. Baldrige has 
unleashed a barrage of initiatives, 
reshaped entire portions of his own 
department and fostered an attitude 
of entrepreneurship among young 
government executives. In one of his 
earliest initiatives, Baldrige linked the 
performance appraisals of all Com- 
merce Department managers to 200 
highly specific goals. He merged 28 
separate administrative payment 
centers into one and organized 
government’s first Financial As- 
sistance Review Board granting un- 
precedented authorities to 
administrators who review proposals 
for loans and grants made by the 
Department. Board members’ new 
authorities match those routinely held 
by private sector loan officers. Secre- 


tary Baldrige’s vision and his determi- 


nation to develop one of the best 
internal management systems in the 
federal government has blossomed 
into an environment at Commerce 
which welcomes entrepreneurs. 


No-nonsense manager 
Technical Director Donald Resch of 
Army’s Combat Systems Test Activity 
is an entrepreneur who recently 
received a Decoration for Exceptional 
Civilian Service—the highest Army 
award given to civilians. Over the past 
six years, the senior executive stream- 
lined procedures for testing Army 
military equipment by motivating his 
staff of 1,000 civilian and 200 military 
employes to increase their productivity 
by 50 percent, according to Secretary 
of Defense Casper Weinberger. 
Resch’s no-nonsense management 
style would “do proud” the most dedi- 
cated entrepreneur in industry and 
has saved the Department an estimat- 
ed $1.7 million. His work has assured 
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only the finest equipment possible 
goes to our soldiers. “But, I’m 
proudest,” says Resch, “‘of selecting 
good subordinates. I allow them to 
work independently which gives me 
time to clear away red tape.” 


Navy Ensign 

Leland Slater was a 25-year-old Elec- 
tronics Technician at the Navy 
Regional Data Automation Center in 
Norfolk, Virginia, when he decided 
Navy employes needed expert help 
purchasing and operating microcom- 
puters. “Navy didn’t have any way for 
staff to learn about microcomputers,” 
says Slater. “The Department had a 
few computers but no center of exper- 
tise.” He and two other enlisted men 
(Byron Williams and Gene Harsh) be- 
gan reviewing hardware and software 
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in the market. The result: They devel- 
oped standards which have gone a 
long way toward assuring Navy’s 
microcomputers are compatible and 
reflect best-buy value for government 
spending. His team also ran a nation- 
wide microcomputer “hotline,”’ assist- 
ed drop-in customers and eventually 
organized Navy’s first microcomputer 
training seminar, now held annually in 
Norfolk. Slater, promoted several 
times recently, is now an Ensign sta- 
tioned in San Francisco. 


Policy analyst 

Barbara S. Selfridge has used her role 
in the federal budget process to im- 
plant some backbone in the ways 
agencies examine their own marginal 
and failed programs. She heads the 
Office of Management and Budget di- 
vision responsible for in-depth policy 
analyses of expenditures for nearly 
half of all federal agencies. Her 
office’s review of long-standing pro- 
grams in these agencies has saved 
government hundreds of millions of 
dollars. A winner of the Presidential 
Rank Award for senior executives, 
Selfridge pioneered use of quality- 


control analyses to reduce payment er- 


rors in federal entitlement programs. 
The first quality-control study of pro- 
grams for student aid in higher educa- 
tion has already uncovered error rates 
in excess of 30 percent, saving tax- 
payers $300 million. 


(Assisting in this series: Tierney 
Bates) 


3. If an objective has not been at- 
tained after repeated tries, one has to 
assume it is the wrong objective. It is 
not rational to consider failure to at- 
tain an objective a good reason for 
trying again and again. The probabili- 
ty of success, mathematicians have 
known for 300 years, diminishes with 
each successive try. In fact, the proba- 
bility of success in a subsequent try is 
never more than one-half the probabil- 
ity of the preceding one. Thus, failure 
to attain an objective is a prima facie 
reason to question the validity of the 
objective—the opposite of what most 
public service institutions believe. 

4. Finally, public service institutions 
need to build into their policies and 
practices the constant search for in- 
novative opportunity. They need to 
consider change an opportunity rather 
than a threat. Separate the “‘provider”’ 
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of public services—government—from 
the supplier. This makes possible both 
high services standards, as well as the 
efficiency, reliability and low cost 
which competition can provide. 








aaa 
The entrepreneur searches for 
change, responds to it and ex- 
ploits it as an opportunity. 





Need to innovate 
Why is innovation in the public service 
institution important? Why can’t we 
leave existing public service institu- 
tions the way they are and expect in- 
novations in the public service sector 
to come from new institutions—as we 
have done historically? 

The answer is public service institu- 
tions have become too important in 
developed countries, and too big. The 





Successful innovators are 
conservative—they have to be. 
They are not ‘risk-focused,’ they 
are ‘opportunity-focused. ’ 


M\ 


\.\ 


public service sector, both the govern- 
mental one and the non-governmental 
but not-for-profit one, has grown 
faster during this century than the 
private sector—maybe three to five 


times as fast. The growth has been es- 


pecially fast since World War II. 

To some extent, this growth has 
been excessive. Wherever public serv- 
ice activities can be converted into 
profit-making enterprises, they should 
be. 

The move from non-profit to profit 
already has gone very far in the 
American hospital. I expect it to be- 
come a stampede in professional and 
graduate education. 

A central economic problem of 
developed societies in the next 20 or 
30 years is going to be capital 


formation—only in Japan is it still ade- 


quate for the economy’s needs. We 
can ill afford to have activities con- 
ducted as “non-profit” if they can be 
organized as activities which make 
profits. 

Still, the bulk of the activities being 
discharged in and by public service in- 
stitutions will remain public service 
activities and neither will disappear 
nor be transformed. They have to be 


made productive. Public service execu- 


tives, therefore, will have to learn to 
be innovators, will have to learn to 

manage themselves entrepreneurially. 
Public service institutions will have to 
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learn to look upon social, technologi- 
cal, economic and demographic 
changes as opportunities in this period 
of rapid change. Otherwise, they will 
become obstacles. Increasingly, they 
will look like the feudal baronies after 
they had lost all social function around 
1300—functionless parasites with noth- 
ing left but the power to obstruct and 
to exploit. They will become self- 
righteous and increasingly will lose 
their legitimacy. This already is hap- 
pening to the most powerful among 
them: the labor union. Yet, a society 
in rapid change, with new challenges, 
new needs and new opportunities, 
needs public service institutions. 

The late 19th and early 20th centu- 
ries were ages of tremendous creativi- 
ty and innovation in the public service 
field. In these periods, innovation took 
the form of creating new public serv- 
ice institutions. The next 20 or 30 
years will be very different. The need 
for social innovation may become 
greater but it will have to be social in- 
novation within the existing public 
services institution and it may be the 
foremost political task of our 
generation. 


Entrepreneurial society 
“Every generation needs a new revo- 
lution,” was Thomas Jefferson’s con- 
clusion towards the end of his long 
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life. His contemporary, Goethe, the 
great German poet, though an arch- 
conservative, voiced the same senti- 
ment when he sang in his old age: 
Vernunft Wird Unsinn, Wohltat, 
Pliage, “‘Reason Becomes Nonsense, 
Boons, Afflictions.”’ 
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What makes demographics such 
a rewarding opportunity for the 
entrepreneur is precisely its 
neglect by decision makers. For 
example, union leaders clearly 
erred five years ago when in the 
face of demographic information 
they demanded a lower retire- 
ment age. Instead, demographic 
factors forced us to raise the 
retirement age. 
EE: ST TT TL AT TE ET 





Both Jefferson and Goethe express- 
ed their generation’s disenchantment 
with the legacy of the Enlightenment 
and the French Revolution. But they 
just as well might have reflected on 
our present-day legacy, 150 years af- 
ter that great shining promise—the 
welfare state. Maybe “revolution” in 
all areas is not necessary every 
generation. Institutions, systems and 
policies eventually outlive themselves, 
as do products, processes and serv- 
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ices. They do it when they accomplish 
their objectives and they do it when 
they fail to accomplish their objec- 
tives. The mechanisms may still tick 
but the assumptions on which they 
have been designed have become 
invalid. 

Then, indeed, reason becomes non- 
sense, and boons afflictions. Yet 
“revolutions,”’ as we have learned 
since Jefferson’s days are not the 
remedies. They cannot be predicted, 
directed or controlled. The main con- 
sequences of the Russian Revolution 
were new serfdom for the tillers of 
the land, an omnipotent secret police 
and rigid, corrupt, stifling bureau- 
cracy—the very features of the 
Tsarist regime against which Russiar 
liberals and revolutionaries had pro- 
tested most loudly and with most 
justification. And the same must be 
said of Mao’s macabre “Great Cultur- 
al Revolution.” 
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We now know that “revolution’’ is 
a delusion—the pervasive delusion of 
the 19th century but the most dis- 
credited, perhaps, of its myths. We 
now know that “revolution” is not 
achievement and the new dawn. It 
results from senile decay, from 
bankruptcy of ideas and institution, 
from failure of self-renewal. 

Innovation and entrepreneurship 
are needed in society as much as in 
the economy, in public-service institu- 
tions as much as in businesses. Inno- 
vation and entrepreneurship promise 
to keep functioning because they are 
not “‘planned”’ but are focused on op- 
portunity and need, because they are 
tentative and will disappear if they do 
not produce the expected and needed 
results, because they are pragmatic 
rather than dogmatic and modest 
rather than grandiose. Innovation and 
entrepreneurship are flexible and self- 
renewing for a society, an economy, 
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an industry, a public service, a busi- 
ness. They achieve what Jefferson 
hoped to achieve through “revolution 
in every generation,”’ and do so 
without bloodshed, civil war, concen- 
tration camps or economic catas- 
trophe, but with purpose, direction 
and control. 

Just as management has become 
the specific organ of all contemporary 
institutions, so innovation and en- 
trepreneurship have to become an in- 
tegral life sustaining activity in our 
organizations, our economy, our 
society. 








We move in a trend toward 
‘deinstitutionalizing’ America 
rather than toward ‘deindustri- 
alizing’ it. We’re undergoing a 
reversal of the worship of ‘cen- 
tralization’ of ‘planning,’ by 
government which began in the 
1920s and 1930s and peaked in 
the Kennedy and Johnson ad- 
ministrations. We could not in- 
dulge in this trend if we hadn’t 
acquired the competence and the 
confidence to manage small in- 
stitutions and to manage ‘non- 
businesses.’ 





This requires executives in all insti- 
tutions to make innovation and en- 
trepreneurship a normal, ongoing, 
everyday activity—a practice in their 
own work and in that of their organi- 
zation. To provide concepts and tools 
for this task is the purpose of my 
book. 


What will not work 
“Planning,” as the term is commonly 
understood, is actually incompatible 
with an entrepreneurial society and 
economy. 

Innovation does need to be purpose- 
ful and entrepreneurship has to be 
managed. But innovation, almost by 
definition, has to be decentralized, ad 
hoc, autonomous, specific and micro- 
economic. It better start small, tenta- 
tive, flexible. The opportunities for 
innovation are found, on the whole, 
only way down and close to events. 
By the time the deviation becomes 
“statistically significant,’’ and there- 
by visible to the planner, it is too 
late. Innovative opportunities do not 
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rotége bureaucrat. A new code of conduct issued by Whitehall says British civil servants must be true 

to their department ministers, reports The Guardian. Government efficiency, says the code, depends on 

confidence between ministers and their staffs. Once a department minister has made a policy decision “‘it 

is the duty of civil servants loyally to carry out that decision with. ..energy and goodwill.’’ Any work- 
er opposed to a decision should talk with their department’s permanent secretary, who has access to the head of 
the civil service. After that “last resort’’ step, the employe must carry out his instructions or resign. 


privatization a day. In 1979, Britain had the largest civil service in the West but by 1995, it will be the 

smallest, says British Minister for Trade and Industry Norman Tebitt. Prime Minister Margaret Thatch- 

er’s government is gaining contracting-out expertise and stimulating massive support for the money-saving 

procedure. Garbage collection, street cleaning, park maintenance, hospital administration and school meals, 
as well as legal and technical services, have been turned over to private sector firms. “A British city privatizes 
a service somewhere every day,”’ says Tebitt. 


hort shrift. Sweden’s public employes average 28.8 hours of work per week, “the lowest in the industrial- 

ized world,”’ says Wall Street Journal. Public sector labor unions like the idea and claim it cuts national 

unemployment by reducing employe work hours. Supporters say the government (which employs four mil- 

lion) keeps 170,000 Swedes off unemployment rolls with the “‘short-shift” policy. But Ulf Jakobsson, 
chief economist for Sweden’s federation of managers, says workers actually favor the increased leisure instead of 
bigger salaries ‘‘because the money is going to get taken away in tax.’’ Swedish income taxes swallow 60 percent 
of taxpayers’ checks, says Jakobsson. 


hinese chops. Government workers in 

China will have to skip their lunch-time 

naps as a result of an “‘efficiency-drive”’ 

policy which halves the previous two-hour 
break. Lunchers are following the State Coun- 
cil’s new rule, which has been in effect since 
early this year. Says Peking’s Vice Mayor Chen 
Haosu, who is pleased with the change, “I eat 
my lunch in 10 minutes.” 





ommunicating Canadian. Thanks to Telidon, the Canadian govern- 

ment is keeping its citizens up-to-date on available federa! services. 

“By touching a keyboard, users can call up detailed information 

culled from a vast array of subject material,’ says Washington’s 
Government Executive magazine. ‘‘Videotex’’ computers update informa- 
tion quickly, and there’s no need to reprint hard copy. Viewers can read 
regulations, job bank listings and other items on the videotex screens which 
are located in 2,000 Canada Service Bureaus as well as in post offices, 
shopping malls, libraries and private homes. 


he worst recession in 50 years has forced South Africa to cut back on funding for a cherished civil serv- 

ice perk. A bonus paycheck, equalling one month’s pay, has traditionally come in the form of a ‘13th 

paycheck” given during an employe’s birth month. Since April, the check has been one-third smaller, sav- 

ing 4.3 percent in overall salary expenditures. Officials hope the reduction will slow spending and avoid 
the need for higher taxation during the economic hard times. Additional money-saving cuts: 50 percent of va- 
cant positions will remain empty and current staff sizes will be frozen. South African President Pieter Botha’s 
budget also includes a 3 percent salary cut for himself, his Cabinet and Members of Parliament. 
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INSTANT CASH 


For Honorable Employes 


nesday and being greeted by 
your boss: “‘Here’s a $150 cash 
award for your work this past week- 
end.”’ Or, “‘You’ll be getting a choice 
parking space for 12 months because 
of your high performance last year.” 
Welcome to the land of resourceful 
federal management where supervi- 
sors reward their star performers. 
The $150 went to Dennis Slough, 
thanks to first-line supervisor Lavelle 
Morris at the Salt Lake City office of 
Interior’s Bureau of Reclamation. 
Slough, a GS-7 computer specialist, 
worked overtime without pay one 
weekend to bring on-line several com- 
puter terminals needed for a Monday 
morning training class. 


i magine arriving at work Wed- 


By Stephen L. Atlas 


instant cash “prizes” 
Slough’s is just one success story 
from the Bureau of Reclamation’s 
“On The Spot” (OTS) Cash Award 
Program. Jim Healy, the Bureau’s 
personnel program planning officer, 
says OTS allows supervisors to recog- 
nize deeds beyond the bounds of an 
employe’s typical job. Such rewards 
for special accomplishments at the 
agency started in 1982. 

At the Bureau, first-line supervisors 
can recommend, with the approval of 
second-line supervisors, cash awards 
up to $300 without prior approval 
from personnel shops. Typically, a su- 
pervisor can make a decision, have it 
approved and tell the employe the 
same day. When payment is made by 
check, there’s a five to 10 day period 
before the bonus actually is received. 

A handful of other federal agencies 
also chop through red tape to give 
prompt awards. The U.S. Army Sup- 
port Command in Hawaii, has an OTS 
award program offering $25-$200 
cash awards. With the second-line 
manager’s approval, a supervisor can 
present a certificate to an employe 
within 15 minutes of the original 
award nomination. The funds are 
added to the employe’s very next pay 
check. 

In Miami, the Veterans Administra- 
tion’s Medical Center can issue $25 in 
cash under the Director’s Special 
Contribution Program. The supervisor 
sends a written memo to the director 
who signs the memo and forwards it 
to the personnel office. Personnel 
hand-carries the request to the fiscal 
services office for same-day payment 
and the cashier calls the employe to 
pick up the $25 payment. Average 
lapsed time—just under eight hours. 


Free parking 

Cash awards are only one award op- 
tion available to clever federal 
managers. In many cases, a well- 
planned, non-monetary award also 
can be effective. 


Two agencies give top performers 
choice parking spots. At National Bu- 
reau of Standards headquarters in 
Gaithersburg, Maryland, management 
holds a bi-monthly drawing which in- 
cludes the names of all employes 
whose suggestions have been adopted 
during the previous two months. At 
each drawing, two employes are 
selected—each for a different 
month—for the Employe of the 
Month Parking Spot. The Defense 
Mapping Agency’s (DMA) Washing- 
ton headquarters offers two types of 
parking space awards. An employe 
whose suggestion saves DMA the 
most money in a given month is 
awarded a parking space close to the 
building for four weeks. Two em- 
ployes, nominated by their depz.rt- 
ments and selected by a screening 
committee (subject to the agency 
head’s approval), are given ‘‘Direc- 
tor’s Awards’’ and one-year parking 
spaces. 

From Redding, California, Bob 
Bainbridge, Manager of Interior’s Bu- 
reau of Land Management’s resource 
area, tells Management non- 
monetary awards can be valued up to 
$50, must be appropriately inscribed 
and should relate directly to an em- 
ploye’s work. Bainbridge has recog- 
nized several employes’ work—for 
revegetating and rehabilitating a for- 
est after a fire—by awarding $30 
notebooks with brass inscriptions “In 
Appreciation of the Good Work on 
the Bidwell Fire.” 


Government-wide monetary and 
non-monetary incentives programs are 
coordinated at the Office of Personnel 
Management’s Incentive Awards Of- 


fice in Washington, D.C. A bi-monthly 


newsletter, Incentive Awards Notes, 
keeps managers up-to-date on incen- 
tives policies. @ 
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Dollars to GM managers 

New reforms in the merit pay program for ¢ 

formance Management and Recognition Syst 

and the President and are being implementec 
More than ever before, performance is, the 

cash awards for mid-level federal managers. 


Meriting those increases 

You receive full General Increases (i.e., 3.5 | 
formance appraisal rating is ‘Fully Successfi 
than Fully Successful” receive half the gene 
ceptable’’ receive nothing. 

Charts (previous page) illustrate the conne 
and pay increases. Each Merit Increase is ar 
ment to base pay and equals a full-step incre 
step in the general schedule (GS) range. For 
first third of the GM pay scale who is rated 
$1,253 raise (full-step equivalent), while a GI 
range gets a $627 (half-a-step equivalent) sal 


Pay-for-performance principles are boosted | 
executives more control over the distributior 
Awards. 

Each agency is responsible for creating a ] 
merit pay employes deserve Performance A\ 
amounts top-performing merit pay employes 

Unlike the 1980 Federal Merit Pay Systen 
example, not to present bonuses to their me 
directs agencies to designate part of their b 
allotment must be between .75 and 1.5 perce 
salaries. ‘ 

Under the new law, employes rated “Outs 
Although managers have latitude in rew4rdi 
‘Fully Successful” workers, agencies are en 
ceeds” employes. Performance pay workers 
Than Fully Successful’ or “‘Unacceptable’’ v 
The standard award amount cannot exceed 
however, an award may go as high as 20 pe 
an employe’s performance is unusually outst 
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am for GM-13 through GM-15 levels—the Per- 
ion System—have been approved by Congress 
lemented this fiscal year. 
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i.e., 3.5 percent in FY ’85) if your overall per- 
Successful’ or higher. Managers rated ‘Less 
the general increase and those rated ‘“‘Unac- 


he connection between employe performance 
»ase is an annual performance-based adjust- 
step increase, half-a-step, third-of-a-step or no 
nge. For example, a GM-13 supervisor in the 
is rated “Exceeds Fully Successful’’ receives a 
hile a GM-13 in the second two-thirds of the 
alent) salary boost. 


nce Awards 


oosted by the new pay law which gives agency 
stribution of annual cash bonuses—Performance 


ating a plan to help its managers decide which 
nance Awards. Your agency plan also outlines 
2mployes will receive. 

y System which allowed agencies to decide, for 
their merit pay employes, the new legislation 

f their budgets for Performance Awards. The 
1.5 percent of an agency’s aggregate GM 

, 

ed ‘‘OQutstanding’’ must receive bonuses. 

| rewarding “Exceeds Fully Successful’’ and 

Ss are encouraged to give bonuses to the “Ex- 
workers who get summary ratings of “Less 
ptable”’ will not receive Performance Awards. 
exceed 10 percent of the worker’s salary, 

as 20 percent if the agency director believes 
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Vietnam Vets 
Advance Into 


Leadership 


Jobs 


s the movie ends, local and 
A state law officers surround the 

small-town office building. In- 
side, a man in green and brown fa- 
tigues sobs on the shoulder of a 
federal executive flown in from 
Washington to end the vet’s rampage. 

A new media stereotype, “the un- 

stable, unemployable Vietnam veter- 
an,” takes its place alongside 
Hollywood standbys such as “the 


greedy, middle-aged businessman’ and 


“the stupid, gun-toting redneck.” 

Are Vietnam veterans the kinds of 
individuals government agencies 
should promote into management 
jobs? In fact, thousands already are 
there and the trend appears to be ac- 
celerating. 

U.S. Office of Personnel Manage- 
ment statistics show large gains by 
Vietnam Vets in the senior executive 
and merit pay ranks since 1981. For 
example, the percentage of Vietnam 
vets in the Senior Executive Service 
(SES) has increased 405 percent. To- 
day, 303 Viet vets hold positions at 
government’s highest levels. The per- 
centage increase for merit pay execu- 
tives (mid-level management) is 151 
percent. 

Experts believe veterans are partic- 
ularly well suited for leadership posi- 
tions. “They are politically savvy and 
have worked in stressful situations,” 
says Department of Labor’s Brian 
McDonnell, a close observer of vet hir- 
ing and promotion practices and a 
former 11th cavalry infantryman in 


Vietnam. According to McDonnell, one 


Harris poll indicates Vietnam-era vete- 
rans express a deeper commitment to 
public service careers than do their 
non-veteran peers. 

John Wheeler, a SES manager at 
the Securities and Exchange Commis- 
sion, says more and more Vietnam 
veterans will emerge as federal. serv- 


«. 


ice leaders in the 1990s. Wheeler 
chaired the selection committee for 
the Vietnam Memorial statue and is 
author of a recently released book, 
Touched with Fire: Future of Vietnam 
Generation. 


Media distortions 
By succeeding as government supervi- 
sors and managers these Vietnam-era 
veterans are combating the media- 
created ‘‘down-and-out”’ image, says 
Frederick Downs, Jr., a former infan- 
try lieutenant in Vietnam (1967-68). 
As director of the nation’s largest 
veterans rehabilitation program—the 
Veterans Administration’s Prosthetic 
and Sensory Aids Center—Downs 
manages 1,000 employes and a $130 
million budget. He believes Vietnam 
was an excellent training ground for 
his current role. “I learned about 
leadership, dealing with people and 
working efficiently within a large, or- 
ganized structure,” says Downs. Au- 
thor of Killing Zone and Aftermath, 
Downs recently signed a movie-rights 
contract for these books, which de- 
scribe his combat experiences and 
recovery from battle wounds. 
Veterans Administration’s Bill 
Jayne, a GM-15 who works in the 
veterans employment field, says 


“Vietnam veterans between the ages 
of 35 and 39 have a lower-than- 
average unemployment rate, an above- 
average median income and, according 
to penitentiary system surveys, are 
less likely to be imprisoned.” Jayne 
was a Marine rifleman in Vietnam 
(1967-68). 

Colonel Steve Ritchie, a decorated 
fighter-pilot during the Vietnam war, 
is now an SESer who serves as chief 
of Health and Human Service’s Child 
Support Enforcement Office. Ritchie 
appeared in a recent Washington Post 
article which highlighted his efforts in 
child support enforcement. 

Administrative officer Larry Turner, 
a GS-13 who started his civilian career 
in the agency’s veterans outreach pro- 
gram in 1971, is another Vietnam vet 
who is succeeding as a civilian manag- 
er. As a Captain in the Army 
(1966-69) he supervised 200 airborne 
troops. “I was the first Vietnam-era 
vet to work at Veterans Administra- 
tion headquarters,’ says Turner. 

Steve Mollett, 1941-1985, served as 
the national director of the Small 
Business Administration’s Office of 
Veterans Affairs. His peers at the Ad- 
ministration and in veterans organiza- 
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DEALING WITH 
UNIONS: 


Contracting Out - High Stakes Poker 
With Odds in Your Favor 


xecutives who know how to play 
3 management’s cards during cost 
comparisons with private 
contractors—as well as when to deal 
unions into the decision process— 
stand the best chance of realizing top- 
dollar saviugs for their agencies. 
Neither detailed cost studies nor 
federal employe unions need be formi- 
dable obstacles to contracting out 
government work, say experts in 
agencies throughout the government. 
The manager has been dealt a win- 
ning hand when considering whether 
private vendors or government em- 
ployes should perform government’s 
“commercial activities,”” even when 
facing stiff union opposition to such a 
switch. Office of Management and 
Budget (OMB) Circular A-76 requires 
agencies to conduct cost comparison 
studies to determine which group can 


most economically perform jobs not in- 


herently governmental. 
Efforts to get agencies to contract 


commercial functions have been made, 


with varying degrees of success, for 
decades. But recent changes in the 
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By Stephen L. Atlas 


program and the Reagan administra- 
tion’s determination to encourage con- 
tracting have given new life to the 
drive. 


The deal 

Each contracting decision depends 
upon the answers to two questions: Is 
the function a commercial activity 
(CA)? Will a reorganized government 
effort or a private sector operator 
provide the most cost-effective serv- 
ice? 

The first step in an A-76 study is to 
inform employes and their union of 
the impending study management will 
conduct to answer these questions. 
OMB encourages early notification of 
employes and their bargaining 
representatives. The idea is to en- 
courage employes to contribute ideas 
and information which managers can 
use in preparing in-house competitive 
bids. If the union has a history of 
fighting and obstructing management 
whenever an opportunity presents it- 
self, executives may want to deal with 
the union differently. An important 


precaution in any case would be to put 
a freeze on hiring—except for tem- 
porary employes—in the affected CA. 
The second step consists of two 
parts, usually initiated simultaneously. 
First, a performance work statement 
(PWS) is prepared, based on informa- 
tion provided by supervisors and em- 
ployes. It describes the job to be 
handled, but may or may not be the 
way an employe currently does the 
work. The employe can be asked to 
supply information about what is actu- 
ally done and suggest ways a job can 
be performed more efficiently. Second, 
the data may be helpful as managers 
design a more streamlined in-house 
organization—most efficient organiza- 
tion (MEO)—to make their bid more 
competitive with those which will 
come from private contractors. 
Frequently, an MEO will point toward 
reductions in staff and/or lower grades 
for remaining employes. Even then, 
an outside bid may be cheaper. The 
value and type of employe input 
gathered at this stage depends on the 
organization. In some cases, manage- 





ment need go no further than first- 
line supervisors to collect data and 
suggestions. On the other hand, in 
some operations, input from the rank- 
and-file may be indispensable. After 
all, they’re the ones who know best 
how the job is being done and, just 
maybe, how it might be done better. 


Ante up 

After the information from employes 
is obtained, management prepares a 
final PWS and MEO and submits an 
in-house bid for performing the CA as 
efficiently as possible. In this second 
round, a lot of the information used 
should be regarded as confidential and 
not to be shared with unions. On the 
other hand, there’s little reason to 
deny unions access to data which will 
be made public or available to bidders. 
Beware of provisions in your agency’s 
collective bargaining agreement con- 
cerning information you're obligated 
to provide to the union. Guard against 
agreeing to union requests which sig- 
nificantly go beyond such legal re- 
quirements. Once the in-house bid is 
completed, a request for proposals 
(RFP) is prepared and private contrac- 
tors are invited to bid. After all bids 
have been submitted, management 
contract experts compare them with 
the in-house submission and make a 
decision—based primarily on cost— 
either to keep the CA in-house or 
award it to a contractor. 


Who gets dealt in? 

Are A-76 procedures negotiable items 
in union contract talks with agencies? 
This gets a little complicated. The ac- 
tual decision to contract out is 
management’s sole prerogative. But 
unions can get some leverage by bar- 
gaining on procedures to be used. In 
September 1984 the U.S. Court of Ap- 
peals for the District of Columbia up- 
held a Federal Labor Relations 
Authority decision (Equal Employment 
Opportunity Commission v. FLRA) 
that a union proposal for contract lan- 
guage requiring the agency to comply 
with A-76 rules and regulations was 
negotiable. ‘““‘Who cares?”’ you may 
ask. “Agency managers have to follow 
those rules and regulations anyway!” 
Yes, but. If there’s a contractual 
provision requiring agencies to obey 
the law, then any alleged violation be- 
comes fair game for the negotiated 


grievance and arbitration procedures. 
This creates a new excuse to tie up 
the contracting process in a maze of 
grievances and judicial red tape. The 
September 1984 decision is being ap- 
pealed by management and could be 
overturned. In the meantime, 
managers should be wary of tying 
their hands needlessly by agreeing to 
undesirable contract provisions. 
Remember, too, if a particular agen- 
cy’s agreement provides the union 
with a role in A-76 talks—or allows 


A-76 to be subject to negotiations dur- 


ing the life of the agreement— 
individual study teams may not ignore 
union prerogatives which have been 
agreed to by management. Negotia- 
tions can allow unions leeway during 
potential A-76 studies. 


All bets off 
All experts agree on one point: As- 
sume an unbiased approach. Don’t be- 
come cheerleaders for an in-house 
victory. A study team should consist 
only of determined cost-cutters and 
managers who are not predisposed to 
keeping the function in-house. 
Management must retain the right to 
determine whether or not to contract 
a commercial activity to the private 
sector. 

There are two schools-of-thought 
concerning the best way to deal with 
union opposition to contract decisions. 


a 


“If managers face a hostile union situ- 
ation,” says Commerce Department’s 
Jack Coleman, “‘overly close relations 
with unions during the review process 
only cause problems and skew the cost 
comparison.”’ Coleman is A-76 Pro- 
gram Manager for the Department’s 
National Oceanic and Atmospheric Ad- 
ministration (NOAA). He advises fel- 
low managers to keep union contact 
to an absolute minimum. 

In less severe situations, however, 
managers may wish to take a more 
collaborative approach. Play the cards 
as they’re dealt. Determine the easiest 
approach to each individual situation. 
“Tf one faces a highly charged at- 
mosphere,” advises Coleman, ‘‘simply 
hire an outside consultant—with no 
vested interest—to prepare the perfor- 
mance work statement.” 


Hedging bets—another 
strategy 

Most agencies favor a collaborative 
approach in order to minimize union 
opposition. Paula Ewen, Department 
of Transportation’s A-76 Coordinator, 
sees two benefits in this approach: . 
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Dear Ms. Management, aaa M 
My new supervisor frequently makes the S. 
rounds to check on my activities. As if this Management 
isn’t enough to satisfy her curiosity, she occa- 

sionally uses her pass keys to go through my 
desk. Must I be subjected to such snooping? 
= Ruffled Drawers 


——E 


























Dear Exposed, 
Eve rything on one's de sktop or in drawers 





and files should be part of official duties. 





therefore. not verboten to a supervisor's watch- 
ful eye 


As for your supervisor making frequent 





















































es rounds, to the extent any first-line r neglects 
this aspect of her job, the greater the likelihood 
that budding problems will slip by and ad- 
r ~ “| versely affect organizational goals. Unfor- 
tunately, supervisors cannot assume good 
| |S work is being conducted by all employes. We 





advise supervisors to de velop good work 


hahbits—make routine check-ups. 










































































= emma 
Dear Ms. Management, 
I believe the use of business cards is best left 
= to private sector hotshots. The card habit 
seems contrived when assumed by govern- who stay put long enough to empty at least 
ment executives like the professionals in our one, sardine-packed, seven-inch-long crate of 
= division at Transportation who slavishly cards. 
staple their cards onto materials they As a member of the Department's Senior 
mail/messenger around town. Such materials Executive Service you present a less-than- 
a are bits and pieces of policy reprints, photo- professional image when you're obliged to 
copies of articles or FYI junk. Why should I search out paper and pen to exchange les 
= plaster my embossed name atop such non- nomes with a new associate. Business cards 
masterpieces? I’m kind of a low-profiler by in- ease you past such moments. Of course, Ms. 
stinct. How can I discreetly signal my role in Management admits there are moments when 
= forwarding such items without carding them the card is not apropos. 
or gooing-up the manuscripts with sticky, yel- Most secretarial eyes are trained to spot 
low squares from General Services Adminis- names demurely typed onto the lower/left cor- 
t— tration’s tacky note pads? Humor me in my ner of envelopes. These tiny signals trigger an 
aversion to business cards. Any tips? automatic reaction along the front lines of 
Card Bored SESer most front offices. Clipped atop your envelope, 
fs the document is sped—unmolested—to the boss’ 
desk. If this classic, unadorned technique 
Dear Paperweight, seems too subtle. have your name typed on a 
"| Ms. Management's only reservation about white label which is adhered to the same posi- 
business cards for feds involves printers’ tion. Federal envelopes already bear your 
| “‘buy-one, buy-a-billion”’ sales policies. It agency's name and return address, so even 
seems a bit wasteful considering Washington’s faint acquaintances and poor detectives can 
musical-chair game of eve r-changing le lephone trace the package back to you should need 
_| numbers for our managers. New numbers arise. Nothing new to the trick but currently 
translate into useless cards. Blessed are bosses it’s “being done.”’ 
Ee 
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Dear Ms. Management, 
I need a competent clerk/typist. However, the 
fellow who handles personnel work for my 
section says the minute our job is posted, con 
persons start surfacing with ‘‘self-certified’’ 
statements ‘‘documenting”’ their abilities to 
type. Must I endure this charade parade? Can 
I administer a test similar to the Kelly Girl 
typing quiz to each of these bozos? 

Sideshow 


- 








Dear Ringmistress, 





ment with the OPM ladies who keep tabs on 
“self-certification” falsehoods, uncovered a 
quiltwork of statistics. Their studies raved 








practices, wherever we find them. 





sociates confide that ringers occasionally do 


you announce the joyous availability of a 
— potential paycheck, add one sentence to the 


In an even more frank aside, our OPM as- 


We understand. A quick check by Ms. Manage- 


about the accuracy of self-ascribed skills sworn 
by job-hungry scribes. Ms. Management always 
delights in shinning our little light on honest 


slip through. They offer two suggestions. When 








Dear Ms. Management, 

Trouble hit my shop in the form of an inner- 
departmental threat by a Washington division 
chief to take over processing materials we've 
been handling here at my Baltimore location 
since 1968. The D.C. gang recently acquired 
some costly high-technology equipment and is 
trying to justify the FY ’85 expenditure by 
“underbidding”’ the service price we’re charg- 
ing clients inside the Department. This 
Washington busybody called my shop a 
“wasteful vestige.”” The facts: We’ve tradi- 
tionally taken longer to process the items 
than the turnaround she’s promising but we 
can deliver the bacon. She has overstated her 
capabilities—we provide a vastly superior 
service than the schlock she’s going to turn 
out. Finally, the savings she promises are not, 
relative to the budgets involved, all that 
great. The bottom line is I can’t feed my peo- 
ple at prices she’s promising. I favor waste 
detection efforts but this one is assuming ca- 
nine characteristics. Fraud Sniffer 


ae 


























Dear Aroma d’ Abuse, 











form: “All applicants will be tested on typing 


proficiency.” Although interested parties can be 


Scraping off duplicative and inefficient in- 
house services, not salvaging longstanding 


operations, is the real bottom line these days. 
Now, your case raises some interesting hi-tech 
angles perplexing many cost-conscious 





tested only by your personnel chap, the extra 
precaution girds your fortress against breach 


by the fraudulent. A thoughtful thank you— 











managers facing similar battles. Although we 
count ourselves among today’s hi-tech 
enthusiasts—let us say, admirers—Ms. 





citrus tray, baked item—to the personnel super- 
visor preparing to launch this Sisyphean labor 
on your behalf does seem appropriate. 











Management has noticed the magic mirrors 
and sudden statistics flashed by the “‘future’s- 
with-us”’ crowd are generating lots of 


Option number two: Indicate you will consider 
only applicants with typing proficiency certifi- 
cates from reputable business/secretarial 











headaches. Are empty promises fueling these 
computer chip challenges? While you may feel 
you have not earried such treatment, the deci- 


schools or state agencies. Obtain certificates 
directly from the sources, or call and verify the 
letters and grades. In short, a supervisor does 











sion will be made the old fashioned way. What 
you face is a solid dare—probably the first in 
decades. 


have the right to ask for a sample of an appli- 
cant’s work. 




















Knock that mothball off your shoulder. If 
your waivering clientele are critical to your 











operation, it’s worth the hassle to regroup 
and, perhaps, shrink your team. Ms. Manage- 
ment will stay in your corner only so long as 





you're willing to adapt to each round’s strate- 
gy. While you’re streamlining, don’t plan sim- 
ply for a FY '86 in-house rouse. An A-76 























challenge to your outfit could be inching 











Anguirnss srtparcing office around the corner. Make your turnaround 
P 5 deyaersiscon, times, quality levels and prices competitive 
and rsleLec Agncce. — “| with those offered by the finest firms in the 
Phrase you outside world—and develop a friendly, 





geecions Ae me a Ae Lal 


Room SF/2 


business-hungry attitude while you’re at it. 
“Good enough for government work’’ no longer 
convinces agency brass. 




















(Jastenglon DC. 204/15 
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Buddy system 
_ are 
ne Secret Service recruiter told the 


Better Government Association that half 
the 120 people he had hired were friends 
or relatives of high-ranking officials of the 
Secret Service. This has been true of the 

il service generally—and for a long time. 
A patronage system based on politics has 
been changed into a ‘buddy system’. One 
reason for this was explained in a recent 
issue of Le Monde: ‘The children of French 
government employes are twice as likely as 
other people to become government em- 
ployes themselves. What is passed on from 
parent to child is an awareness of the secu- 
rity that. ..once a government employe, 
you cannot be made redundant, you can 
ook forward to an index-linked salary and 
a tidy pension. So it is hardly surprising 
that those whose parents enjoyed such 
benefits should themselves be attracted to 


+ 


ne same career 


intrapreneurs 
N ochinc slows innovation more decisively 


han sitting around and waiting for permis- 
sion. Intrapreneurs must be able to get 
ace to face with decision-makers. They 
need rapid access and adequate time to ex- 


plain the intuitive rationale that often lies 


behind high potential ideas.” 


Se ; . ¥ : 7 ey 
Gifford Pinchot, Intrapre neuring . 


oe . Lo" t: es 





Blasting barriers 


66 
0... nation is poised for greatness. Let 
us begin by challenging conventional wis- 
dom. There are no constraints on the hu- 
man mind, no walls around the human 
spirit, no barriers to our progress except 
those we ourselves erect. We stand on the 
threshold of a great ability to produce 
more, do more, be more.”’ 


--« President Reagan, 18 
°- Union Address 


Smooth waters 


‘ 
. isi are people with the ability 
to make an extraordinarily clear mental 
model of the way things are going to be. 
They spend a lot of time looking at poten- 
tial obstacles and thinking about how to 
get around them. What does all this mean 
for managers? Quite often innovators 
march onto someone else’s turf—straight 
into trouble. It is the manager’s job to 
smooth the way, protect the innovators 
and get them what they need.” 


Lewis Lehr, Minnesota Mining and 


. Manutacturing { ‘ompany 
. 


Self-starters 
soni = ;, 
any managers are willing to take risks 
[ 


if necessary. Entrepreneurial managers 
like to take risks. A second characteristic 
of the entrepreneur is self-motivation. En- 
trepreneurs need to see that they can 

ake a contribution, otherwise they per- 
ceive a position as one of maintenance.”’ 


. bd nas . 


Thomas J. Hutton, Recruiting the En 


ire prene urial Executive 





a = ae 
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Work 


Show: 


ing 


Without 


} UNIONS y. 


Working Without Unions. Edward 
Gutman, produce r. Baltimore. Mary- 
land. 25 minutes. Attorney and 
promising filmmeister Edward Gut- 
man has produced a docu-drama 
which, according to Wall Street Jour- 
nal, presents an extremely blunt view 
of tactics unions use when attempting 
to organize (certify) at an office or 
plant. 


Although the film primarily address- 


es private sector employes, govern- 
ment employes and supervisors are 
impacted by the same promises made 
by labor union recruiters when they 
attempt to gain certification at 
agencies. 


Three areas of major concern to pri- 


vate sector and federal employes con- 
sidering union shop solicitations are 
featured. Gutman’s characters chal- 
lenge labor rhetoric which promises 


By Michael W. Orenstein 


higher wages and more attractive 
benefits than those made available for 
non-union workers. This is fodder 
thrown out by unions engaged in cer- 
tification fights, he says. All union 
wages and benefits are negotiated 
with and accepted by managers. And 
federal civil service wages, he adds, 
are non-negotiable. 

Are union members getting the 
most efficient bang for their bucks? 
Gutman argues that 80 percent of all 
members’ dues collected in 1983 went 
towards activities “unrelated to legiti- 
mate collective bargaining.” If true, 
this raises questions about union pri- 
orities and leads to the film’s mega- 
question: Would you be better off 
working without a union. ‘““Remem- 
ber,’’ Gutman tells Management, 
“striking members of the decertified 
Professional Air-Traffic Controllers 


fee 


“a 


Organization received nothing from 
their accrued $4 million dues- 
supported contingency fund after 
court-ordered payments were made to 
creditors.” The film also discusses 
ways in which union leaders screen 
and select which employe complaints 
they will represent before arbitration 
panels or agency hearings. 

Finally, the movie reviews the ex- 
acerbating decertification exercises re- 
quired before members can oust a 
union. 

How persuasive is the film? In one 
study conducted by University of Bal- 
timore, support for unions among an 
audience of business students dropped 
14 percent after viewing the film. The 
study also notes the number of those 
who considered themselves anti-union 
jumped from 68 to 85 percent. & 
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Book Review 





Mol 


Don't Rearrange Deck Chairs, 





Making the Future Work: Unleashing 
Our Powers of Innovation for the De- 
cades Ahead. John Diehold. (Simon 
and Schuster. 466 pages.) Many public 
services could be improved, says New 
York management analyst John Die- 
bold, “simply by allowing public em- 
ployes to form themselves into groups 
of entrepreneurs and bid, at existing 
levels of expenditures, for fixed-term, 
renewable contracts to perform serv- 
ices they currently carry out as direct 
employes.” 

Another guru of management policy 
has deserted the orthodox precepts 
still held sacred by Washington’s pub- 


Rent 


lic administration priesthood. Diebold’s 
conversion teams him with former 
Kennedy administration officials 
Charles Peters (Washington Monthly) 
and Peter Grace. And analyst Diebold 
contributes a good deal of research to 
support his new, heretical views. 

“I am asking for nothing less than a 
revolution in the way Americans think 
of public service,”’ says Diebold. “The 
public must begin to accept the con- 
cept of profit-making in various areas 
of government.” He also recommends 











hem 


radically changing how top managers 
are rewarded. “Provide a motivation 
and incentive system which en- 
courages risk-taking and puts a premi- 
um on effective innovation. Currently, 
an administrator’s rank and income 
relate directly to the number of staff 
reporting to him or her, not to the 
quality of services rendered to the 
public.” 

Diebold says the profit motive will 
encourage innovative managers to 
transform government’s labor- 
intensive managerial traditions. As 
services are privatized and commercial 
contractors “unleashed,” federal ex- 
ecutives will begin concentrating on: 
‘Setting goals, not specifying proce- 
dures; devising performance measures 
so results can be judged; and setting 
an incentive/disincentive structure 
which will allow profits to be made 
doing what society wants done, as de- 
termined by the political process.” @ 








22 © MANAGEMENT 

















Federal Reforms 
Reaching Grass- 
roots Managers 


full-court press on behalf of 

Reform ’88 has produced a se- 

ries of fiscal savings for the 
federal government’s largest cam- 
paign to halt waste in personnel and 
program policies. 

The changes, directed by Joseph 
Wright, Deputy Director, Office of 
Management and Budget, include 
some of the biggest budget-saving 
figures registered by federal 
managers in decades. 

One aspect of the campaign focuses 
on fraud, waste and abuse in federal 
agencies. The effort is paying big 
dividends to the U.S. Treasury. 
Departmental Inspectors General un- 
der the President’s Council on In- 
tegrity and Efficiency will be 
addressing two areas this summer: 
accelerating investigations of un- 
scrupulous government contractors, 
and working to resolve agencies’ au- 
dit backlogs. Since 1981, such com- 
bined efforts have achieved $46 
billion in recoveries and savings. 

The Departments of Treasury, La- 
bor and Energy totaled savings of 
$9.5 million in their 1985 budgets 
by consolidating personnel/payroll 
systems. The next phase involves 
reducing payroll systems from ap- 
proximately 137 to 12. Agencies with 
fewer than 6,000 employes will study 
merger possibilities with the payroll 
operations of other agencies. No 
agency will have more than a single 
payroll system by the time this initia- 
tive is completed. 

A Reform ’88 mission to reduce 
average office space per employe by 
10 percent in GSA-controlled build- 
ings has seen results in three agen- 
cies: Veterans Administration, 
Housing and Urban Development, and 
General Services Administration. 
Overall shrinkage of GSA-controlled 
space has saved taxpayers $14 million 
in 1985. Managers may expect an ag- 
gressive expansion of this drive over 
the next eight months.@ 
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President Ronald Reagan 


“VU S 
Savings 
Bonds can mean 
a brighter future 
for you...and 
America. 22a 


to support the U.S. Savings Bonds program. 

With today’s competitive-rate 
Bonds, you can earn higher market-based in- 
terest and at the same time play an important 
role in America’s growth and prosperity. Last 
year alone, U.S. Savings Bonds saved our 
Treasury nearly $2 billion. That’s something 
every taxpayer benefits from. 

Why not serve your country 
while you save. Buy U.S. Savings Bonds 
through your Payroll Savings Plan where you 
work. It’s the way to build up your savings while 
you build a better America. 








US. SAVINGS BONDS *=_ Paying Better Than Ever 
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more accurate data which can help 
management put together the least 
expensive in-house bid, and a greater 
likelihood of a union understanding 
and even acquiescing to management’s 
final contract decision. 

While admitting decisions can be 
achieved without union cooperation, 
managers such as Ewen remind their 
colleagues that union-instigated 
delays—such as grievances and letters 
to Congressional representatives—can 
cause significant delays. And how 
many contractors want—or have the 
financial resources—to wait several 
months or years until a union griev- 
ance is resolved? 

Marie Musante, Labor Relations Of- 
ficer at the General Services Adminis- 
tration (GSA), believes most union 
A-76 grievances are based on suspi- 
cion of management’s motives. While 
GSA has had few arbitration cases in- 
volving A-76, Musante recalls one 
pending action in which the union was 
ignored when developing the PWS 
and MEO. The result was litigation 
and a time-consuming grievance. 
“Even if we win, and I’m sure we 
will, we'll have expended a lot of un- 
necessary time and money.” If unions 
and employes in CAs being studied 
are kept informed and encouraged to 
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contribute suggestions to help 
management prepare a PWS and 
MEO, there is little or no basis for 
grievances or appeals to Congress. 

And the fact that a union partici- 
pates does not guarantee a CA will be 
kept in-house. For example, GSA has 
contracted all its custodial services, 
with two exceptions, to private con- 
tractors even though unions were en- 
couraged to prepare MEOs which 
would be competitive with private bid- 
ders. 

Ewen tells Management Transpor- 
tation’s Computer Center has success- 
fully contracted its computer 
operations with virtually no union op- 
position. ““‘We informed the union of 
the study and asked for its help in de- 
veloping an accurate PWS and a 
streamlined MEO. The union, with the 
help of employes, came up with sever- 
al suggestions for streamlining our 
computer operations. Despite their 
help, we found the work could be per- 
formed less expensively by a private 
contractor. Since we had kept the un- 
ion informed throughout the study, 
and it had contributed useful data for 
both the PWS and MEO, union 
officers realized our efforts were fair 
in developing the most competitive in- 
house bid possible. It accepted— 


although not happily—our decision and 
worked with us to provide job counsel- 
ing and other assistance for adversely 
affected employes. I believe we avoid- 
ed sabotage and other delaying tac- 
tics.” 


Dealing-in employes 

Federal managers need to inform em- 
ployes and their unions about both 
their rights and opportunities if a con- 
tractor wins a competitive bid. With 
correct information union members 
don’t have to dread the possibility of 
working for a contractor. 

For example, Department of 
Defense has reassigned most of its 
employes displaced in contracting situ- 
ations. By law, federal employes 
whose jobs are contracted out have 
the right of first refusal and contrac- 
tors must offer them jobs before hir- 
ing any new employes. From 1982 to 
1984, 10,000 Defense civilian positions 
were transferred to the private sector. 
Defense reassigned 9,400 employes 
elsewhere in the Department and 300 
more accepted jobs with contractors. 
Of the 300 employes who lost their 
jobs, most had been bumped by dis- 
placed employes and lacked the skills 
to obtain jobs with contractors. 

Displaced federal employes can 





benefit from working for a contractor. 
Not only does the “right of first 
refusal” guarantee them consideration 
for jobs with contractors before other 
employes are hired, contractors usual- 
ly are eager to hire employes who are 
experienced and have specialized 
knowledge and familiarity with the 
agency for which the work will be per- 
formed. Contract employes frequently 
find there are excellent opportunities 
to advance and be rewarded. 

Union members often fear lower 
wages will result when working for a 
contractor, but this isn’t necessarily 
true. For example, federal fire-fighters 
are entitled to overtime pay after 
working 53 hours a week while those 
in the private sector must be paid 
overtime for any work over 40 hours. 

Before opening a proposed contract 
to outside bidders, an agency sends 
form SF 98 to the U.S. Department 
of Labor listing all the occupations in- 
volved and the wages paid if federal 
employes perform the work. The 
Department examines its Bureau of 
Labor Statistics studies of local area 
prevailing wages, as well as federal 
pay and fringe benefits, and issues a 
required minimum wage and benefit 
rate which private contractors are re- 
quired to follow. 


Ace or two in the hole 
NOAA’s success in contracting many 
of its CAs (currently, 4,000 positions 
are under study) illustrates manage- 
ment’s ability to overcome obstacles 
planted by more hostile unions. Pro- 
gram manager Coleman tells Manage- 
ment he’s had to battle his agency’s 
unions every step of the way. “One 
union told Congress that contracting 
NOAA’s weather observers at airports 
would result in numerous air crashes,”’ 
says Coleman. “It ‘forgot’ to mention 
21 airports have used contract 
weather observers for the past five to 
seven years.” None of these airports, 
including Pittsburgh, Miami, St. Louis 
and New Orleans, has had an accident 
due to incompetent contract ob- 
servers. 

“If management elects to work too 
closely with hostile unions when ex- 
amining potential contract situations,” 
Coleman warns, “proposal requests 
for bids skew the work criteria and 
overemphasize office or plant proce- 
dures instead of encouraging new 
thinking on ways to accomplish the 
necessary services.” 

Has Coleman any suggestions for 


simplifying the A-76 process for other 
managers facing union opposition? 
“Keep in touch with Congressional 
staffs to make sure committees 
receive all the facts, not merely cri- 
tiques from the union.” Representa- 
tives from unions often claim that a 
particular CA is “inherently govern- 
mental” (one which only can be per- 
formed by government) even when 


evidence shows otherwise. ‘For exam- 


ple, Congress agreed with union 
claims that taking nautical surveys is 
inherently governmental until Com- 


merce Department management point- 


ed out the Defense Mapping Agency 
has been contracting similar work for 
10 years.” 


Winning hand 
The key to successful contacting is 
selecting a determined management 


study team committed to finding the 
most productive and least expensive 
means of performing a government 

commercial activity. 

If managers are convinced an agen- 
cy’s employe union is willing and able 
to contribute to—and not merely 
obstruct—a performance work state- 
ment and streamlined organization, 
they are wise to encourage labor par- 
ticipation. The opposition of a hostile 
union simply requires a bit more per- 
sistence. Unions can stall, but cannot 
prevent, a contract decision based on 
a sound study. 

Don’t approach an A-76 study with 
trepidation, fear and loathing. It’s an 
exercise which can lead to more effi- 
cient, productive and cost-effective 
provision of services to the public, and 
that’s among a federal manager’s 
most laudable goals. @ 
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DRUCKER Cont. from Pg. 12 
come in the tempest but in the 
rustling of the breeze. 

It is popular today—especially in 
Europe—to believe that a country can 
have “high-tech entrepreneurship”’ 
alone. France, Germany, even En- 
gland, are basing national policies on 
this premise. But this is a delusion. 
Indeed, a policy which promotes high- 
tech—but which otherwise is as hos- 
tile to entrepreneurship as France, 
Germany and even England still 
are—will never ever produce high 
tech. It will lead to another expensive 
flop, another Concord supersonic 
plane, a little ‘‘gloire,”” oceans of red 
ink, not jobs or technological 
leadership. 
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Classical economics. . .and eco- 
nomic theory including the 
Keynesians, the Friedmanites 
and the supply-siders, optimize 
what already exists. It cannot 
handle the entrepreneur but con- 
signs him to the shadowy realm 
of ‘external forces,’ together with 
government, politics, pestilence, 
war and technology. 

PAS acai 








One of the fundamental changes in 
world view and perception of the last 
20 ye. rs—a truly monumental turn— 
is the realization that governmental 
policies and agencies are of human, 
rather than divine, origin. One thing 
is certain—they will become obsolete 
fairly fast. 

Yet politics is still based on the 
age-old assumption that whatever 
government does is grounded in the 
nature of human society and, there- 
fore, is ‘‘forever.”’ As a result there 
is no political mechanism, so far, to 
slough off the old, the outworn, the 
“no longer productive”’ in govern- 
ment. Or rather, what we have is not 
working yet. 

In the United States lately, there 
has been a rash of “sunset laws” 
which proscribe that a governmental 
agency or a public law lapse after a 
certain period of time, unless specifi- 
cally re-enacted. These laws have not 
worked, in part, because there are no 
objective criteria on when an agency 
or a law becomes dysfunctional. In 
addition, there is no organized 
process of abandonment and we have 
not yet learned to develop new or al- 
ternative methods for achieving what 
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an ineffectual law or agency was 
originally supposed to achieve. 

To develop both the principles and 
the process for making “‘sunset laws” 
meaningful and effective is one of the 
important social innovations ahead of 
us—and one which needs to be made 
soon. Our societies are ready for it. 

Beyond such measures there is not 
much government and policy can do 
or need to do. The main requirement 
is recognition that the entrepreneuri- 
al economy and the entrepreneurial 
society are opportunities—and also 
needs. The emergence of the en- 
trepreneurial society may be a major 
turning point in history. 

One hundred years ago, the world- 
wide panic of 1873 terminated the 
century of laissez-faire which had be- 
gun with the publication of Adam 
Smith’s Wealth of Nations in 1776. In 
the panic, the modern welfare state 
was born. One hundred years later, it 
has run its course, as almost every- 
one now knows. It may survive 
despite the geographic challenges of 


VETS Cont from Py 15 

tions say Mollett’s top notch work has 
been typical of the outstanding contri- 
butions Vietnam-era vets make as 
government managers. Mollett served 
two terms of active duty in the Air 
Force. In February of this year, he 
was interred in Arlington National 
Cemetery. 

Richard Weidman, Director of 
Government Relations for the Viet- 
nam Veterans Association, is grateful 
for the support of agencies such as 
the U.S. Office of Personnel Manage- 
ment. “OPM provides some excellent 
services for Vietnam veterans,” says 
Weidman. For example, the agency 
sponsors two-day workshops to teach 
federal personnelists about employ- 
ment benefits for Vietnam veterans 

“The Senior Executive Service de- 
velopment program also could help 
move veterans into executive slots,” 
says Ronald Brooks, who served as an 
infantry first lieutenant in Vietnam 
and now heads the agency’s regional 
liaison office. 

“T don’t believe in quotas for my 
fellow veterans,”’ says Brooks, “‘but I 
believe these men and women have a 
lot to offer government’s mid- 


an aging population and a shrinking 
birthrate but only if the entrepreneu- 
rial economy succeeds in greatly rais- 
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ing productivity. We even may make 
a few minor additions to the welfare 
edifice, put on a room here or a new 
benefit there. But the welfare state is 
past rather than future—as even the 
old “‘liberals’”” now know. 
Will its successor be the En- 

trepreneurial Society? @ 








bel 


management ranks. A huge number of 
Vietnam vets are qualified for supervi- 
sory and executive jobs and these peo- 
ple deserve careful consideration for 
such promotions,” says Brooks. & 


U.S. Government's Percentage 
Increase in VEV’S in 
Supervisory/Managerial Jobs 
1981 to 1984 
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Federal Witnesses 





els the meeting to order and 

drones through several pages of 
opening statement text, thus setting 
the hearing’s pace for the next two or 
three hours. 

When the Chair calls the first wit- 
ness, often a federal manager, the em- 
ploye grinds through an entire 
prepared “‘script,’’ ignoring House 
rules to be brief (H.R. XI,2q,4). 

While 68 percent of the witnesses 
claim at the outset they fully intend to 
summarize, most bring along 12 pages 
of typewritten testimony. Worse yet, 
in practice they also read “informal” 
opening remarks as long, or longer, 
than their official statements. Only 
seven percent meet one of the techni- 
cal definitions of a true summary, 
while another 11 percent are margin- 
ally acceptable. 

In addition to the information over- 
load, routine question-and-answer sec- 
tions average 13 pages. And there’s 
more. Two-thirds of the witnesses sup- 
plement their testimony, either during 
or after the hearings, with other writ- 
ten materials—abusing the Rule XI 
limit by adding 10 additional pages to 
the record. 

The scenario is repeated at least 
10,700 times annually before the 
House of Representatives. I conducted 
a recent study which shows 5,000 of 
these appearances are by public ser- 
vants, 3,500 of whom hail from 
government’s executive branch. The 
number of federal witnesses divide 
equally between heads of agencies or 
commissions and mid-level chiefs of di- 
visions or bureaus. Some even go 
through the ordeal more than once a 
year. They also bring five to 10 sup- 


I: 10:00 a.m. The chairman gav- 


at Congressional Hearings 


By Oswald M.T. Ratteray 


port staff, ostensibly to answer techni- 
cal questions. Frequently, however, 
such help isn’t needed. While some 
agency witnesses are outstanding 
summarizers, most need schooling in 
the art of brevity. 

Who is really listening to this inter- 
minable testimony? While nobody 
knows for sure, the audience, at least, 
is respectfully quiet. Perhaps they’re 
awed, maybe just plain numb. On the 
dais, committee members rarely make 
eye contact with the witnesses, prefer- 
ring to flip through the prepared 
statements being read. Congressional 
staffers, seated dutifully behind their 
members, fix glazed stares at points 
on distant walls. 

The cost to the Treasury for the 
time spent by federal managers and 
their support staffs at House hearings 
is at least $2 million annually. Add an- 
other $2 million for preparation costs 
and working up documents submitted 
immediately after the hearing. These 
figures don’t include the overhead cost 
of sending staffers to cover House and 
Senate committees in which bills are 
being ‘‘marked-up.” In addition, the 
committees spend roughly $7 million 
on labor to conduct these sessions. 

Then there’s the “big sleeper.’’ The 
hearing process itself, not counting 
committee documents, generates about 
4 million additional sheets of paper 
annually to be carried around and 
filed by House staffers. That amount 
excludes press releases and printed 
transcripts of the hearing, which are 
distributed free to Members of Con- 
gress, agencies, state and foreign 
governments, libraries, lobbyists, 
press, constituents and the general 
public. 





Improving the quality of communica- 
tions between Congress and the ex- 
ecutive branch well might start with 
preparation of efficient testimony 
summaries. An increased appreciation 
for concise summaries by top manage- 
ment would inevitably filter down 
through an entire agency, as 
managers at all levels realized the 
benefits of saying more with fewer 
words. There also would be savings on 
the “‘items’’ needed to process 
testimonies—personnel, computers and 
paper. Summarizing is difficult, but 
managers who learn to “keep it brief” 
can help reduce government spend- 
ing. & 

Oswald Ratteray is Director of Train- 
ing and Human Resources, Acme 
Reporting Company, Inc., Washington, 
D.C. 
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Managing Taxpayers’ Dollars 








Debt 
Collections 
Modernized 


By Michael W. Orenstein 


arrying $250 million in delin- 

C quent debt is enough to make 
directors in any organization 

feel more than slightly shortchanged. 

Several years ago, Housing and Ur- 
ban Development (HUD) administra- 
tors decided to crack down on agency 
practices which routinely carried 
hundreds of millions of dollars in un- 
collected debt. Dated mechanical and 
manual processes bore little resem- 
blance to the electronic systems oper- 
ating in the business world. 

HUD finance officials at all levels, 
people like Joe Hein, Duke Schader 
and Chris Peterson, are working to 
install an automated system which 
takes a highly aggressive approach 
toward accounts in which funds are 
long overdue to the Department. 
Debt Management Collection System 
(DMCS) is used to pursue and collect 
debts owed HUD and the Federal 
Housing Administration under the Ti- 
tle I Home Improvement and Mobile 
Home Purchase loan program. 

Here’s how DMCS works: When a 
borrower defaults on a loan, HUD 
pays the lending institution 90 per- 
cent of its loss and assumes collection 
responsibility. The new Title I claim 
is entered into DMCS and electroni- 
cally distributed to a Title I Repre- 
sentative (TIR) in the field office 
nearest the debtor’s home. Mean- 
while, DMCS automatically mails a 
series of payment-demand and West- 
ern Union computer letters to the 
debtor. If the debtor contacts his 
TIR, a repayment plan is arranged 
and entered into DMCS. The debtor 
is billed monthly by DMCS. Using 
on-line terminals, the TIR tracks the 
case from the field office. Failure to 
contact the representative can result 


in the debtor’s referral to the Depart- 


ment of Justice. 





HUD’s Debt Management Collec- 
tion System is replete with automat- 
ed information retrieval, instant 
on-line computer access to accounts 
and letter-sending capabilities. Three 
of HUD’s 57 field offices are piloting 
an electronic lock-box deposit system 
which speeds payments into U.S. 
Treasury coffers, thereby increasing 
interest earnings. Full automation for 
all field offices is expected by the end 
of FY ’85. 

Joe Hein, Deputy Director, Mort- 
gage Insurance Accounting, says his 
agency’s debt collection system is 
“the government’s best.”’ Other fed- 
eral agencies are using HUD’s system 
as a prototype for their own collec- 
tion machines. 

According to Duke Schader, HUD’s 
technical representative for DMCS, 
receipts for 1985 are $3 million ahead 
of the same period last year. Each 
year since DMCS’s birth, annual col- 
lection goals have been exceeded. 
Last year’s receipts totaled $19 mil- 
lion. 

An Office of Finance and Account- 
ing (OFA) task force at HUD initially 
recommended automating debt collec- 
tion activities. Computer Data Sys- 
tems, Inc., won the competitive 
contract to automate the notification, 
tracking and collection processes be- 
tween the Maryland-housed DMCS 
and Title I field offices around the 
nation. The link gives TIRs access to 
accounts by using on-line computer 
terminals. 

Three of HUD’s field offices are 
testing an electronic deposit system 
with Pittsburgh’s Mellon Bank. Bill- 
ing statements generated by DMCS 
include pre-coded payment envelopes 
which are read electronically at Mel- 
lon. The day after the bank receives 
payments DMCS receives “‘deposit 
tapes’ and enters the transactions 
into the on-line system for TIR ac- 
cess. DMCS notifies field offices of 
late payments and TIRs can send pre- 
programmed reminder letters. 

Ruth Werner’s 30 years at the 
Jacksonville, Florida, field office as a 
clerk and now as a TIR are engrained 
with memories of slow and sometimes 
fallible manual processes. Werner en- 
dorses government-wide automation. 
She calls HUD’s automation ‘‘a super 








system” and a capstone to greater 
employe productivity. She says smart 
administrators can help quell employe 
fears—computerphobia—by establish- 
ing an “‘open-door policy with pro- 
gram offices—like we have with 

OF A—to head-off any operational 
problems.” 

Chris Peterson, Director, Title I In- 
surance Division, acknowledges auto- 
mation is partially responsible for 
DMCS’s success. “It’s my belief a 
good portion of our increased collec- 
tions relates directly to the automa- 
tion and associated efforts by a 
remarkable group of TIRs.”’ 

What’s ahead? A telephone “‘auto- 
call’’ system will be phoning debtors 
at home. ““DMCS’s versatility and 
adaptability,’ says Peterson, “‘en- 
hance its value in future government- 
wide debt collection efforts.’” HUD 
also plans to set up an interface with 
other federal debt collection 
offices. @ 
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Reactions. . . Rebuttals. . .Retorts 


66) am grateful for Management’s support. Good luck on the tough grind in which you are 
engaged. 
J. Peter Grace 


of Consider how long it took Grace Hopper to reach the rank of Commodore. If she had been 
a man, she probably would have had a promotion to admiral long before. Women created 
separate organizations and networks because ‘the network—the mainline’ was closed to 


them. 59 


Joanne E. Dumene 
Alexandria, VA 


661 just finished reading my latest copy of Management (Voi. 5, No. 2) and want to add my 
accolades to your growing list. I've been a reader of Management since its first issue—the 
new directions in style and format are super. I make the time to read each issue and espe- 
cially enjoy the ‘piquant’ tone of the articles—and the interviews with Commodore Hopper 
and Dave Denholm. Apparently others read Management cover-to-cover, too. Congratula- 
tions on a fine publication. bb] 

Michael E. Poole 
Director, Office of Personnel 
Federal Energy Regulatory Commission 


ot Your last issue of Management has a bright design and 
crisp writing. I congratulate you and wish you luck. 
Paul N. Carlin 
U.S. Postmaster General 


ety I usually enjoy your ‘Show’ reviews, but coverage in your 
last issue bears the flaw of omission. You shouid have 
reviewed the film Country which unfairly portrayed em- 
ployes in Agriculture’s Farm Home Loan local field 
offices. Hollywood has cast these diligent officials in the 
roles of heavies in a story about family farm foreclosures. 
Maybe the movie is too hot for you to touch? ay 


(Name withheld) 
U.S. Department of Agriculture 





Country stars actress Jessica Lang in 
a controversial tale entangling field 
officials at the Agriculture Department. 


ee In business; cost is expense, cut cost and executives increase profit. In government, cost is 
called ‘expenditure.’ The greater the expenditures the bigger the budget, the greater the 
executive reward. In the one case, cost is anathema—in the other, a measure of success. In 
business, drastic cost cutting could lead to organizational omnipotence. In government, it 
could lead to organizational demise. Think about it. 55 

Michael C. Koblos 

Naval Facilities Engineering Command 


GG Your (Vol. 5, No. 2) article ‘Bright forecast for Manage- 
ment’ quotes David Denholm as saying ‘federal unions 
are running scared.’ Running scared? By all results, 
NTEU is the most aggressive union in the federal sector. 
Our track record in litigation, negotiations and organiz- 
ing bears out that confidence. We believe we’re running 
equipped and with an eye keenly tuned to future growth 
and influence. The article also infers all federal employe 
unions are losing members. While other unions in and 
out of the federal sector have watched their ranks dwin- 
die, we have grown. During the past two years our mem- 
bership has increased, not decreased, with representation 
increasing by approximately 4,000. No losses there. 99 

Robert M. Tobias 
President 
National Treasury Employes Union 
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CLAUDIA COOLEY 
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Deputy Associate Director for Compensation, Office of Personnel Management 


‘The biggest management challenge in this 
organization is running the Civil Service 
Retirement System. Our record speaks for it- 
self. In the past several years, we dramatical- 
ly reduced backlogs in annuity and survivor 
annuity claims to their lowest level since 
1974, we cut processing times and upgraded 
information services to our annuitants. 

‘Public service means serving individuals. 
lf you forget this, you've lost sight of your 
purpose for being here. Management maga- 
zine provides a service to individual execu- 
tives by highlighting the entrepreneurial spirit 
we are seeing more and more in government 
service. Mixing this spirit with a bit of com- 
mon sense goes a long way towards solving 
real problems. 

‘| endorse whole-heartedly the pay-for- 
performance concept. Charges that 
performance-reward techniques open the 
doors to favoritism are essentially unfounded. 
With proper safeguards, managers throughout 
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government can use incentives to maintain 
the quality of service Americans expect and 
deserve. In each of my years in the Compen- 
sation Group, | have received a SES bonus 
and last year | was honored to receive the 
Director’s Award for Distinguished Service. 


“‘! tend to push myself which is a trait | in- 


herited from my father. And | expect a lot 
from my staff. While | dislike complacency, 
especially when there’s a great deal to be 
done, | need time to escape and focus on 
other things. My husband, Graeme, is my 
; tennis partner. We 
love walks together 
along the C&O canal. 
Afterwards, we'll 
cook dinner and 
spend time with our 
aging but lovable Af- 
ghan hound, Grace.”’ 
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